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INTRODUCTION 


The interest in real estate that is evidence by the 
Junior Officer in the Armed Forces is all too often one of 
indifference or complete fright. This attitude is caused in 
part if not in entirety by an almost complete lack of knowledge 
as to the problems involved in homemaking (renting or owning) 
and for some reason a fear of being embarrassed in asking a 
"foolish question" of a "knowledgeable" realtor or even a 
well informed friend. 

The personal financial management training offered at 
the Service Academies and the nation's colleges and universi- 
ties is in most cases well meant, well directed, and well 
presented in all phases except real estate. "Don't" or "Take 
it easy" is the advice most often given to Junior officers 
regarding the purchasing of a home. This information while 
excellent in some extreme cases is certainly incomplete and 
poor overall advice. 

All Junior Officers should plan to own 2 home at the 
end of twenty years of service, that is, they snould either 
actually own a home or should have the purchasing power to 
obtain the home that will be theirs upon retirement. Do not 
misconstrue this to mean that you should vlan to retire at the 


end of twenty years service but rather you should plan your 
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financial affairs such that this is possible if you or the 
service decides that you should retire. Since everyone's wants 
are different no check-off list or question list could possibly 
be given that would ce complete. The lists included herein are 
merely guides and with a little experience can be corrected to 
serve the personal desires of each individual. 

Any policy that pertains to one area in the real estate 
market does not necessarily apply to another area, therefore 
everyone must ASK QUESTIONS when house hunting for the first 
time in any area. 

some svecific answers may be found in this paper; how- 
ever the purpose is to give background information so that, more 
complete knowledge can be obtained by a few directed questions 
on the local laws, regulations, and customs. With such 
knowledge you will be in a position to ask intelligent questions 


about a possible future home. 
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RENT 


The decision ee to when it ie better to rent or to 
buy &@ house must of course be made by the individual at each 
and every change of regidence. These changes come often 
enough in the service, so avoid unnecessary ones. Spend an 
extra day or week in temporary housing to assure a proper 
choice for your stay in @ new area and minimize costly mistakes 
in buying or renting your nouse. 

Questions to Ask Yourself 

You should obtain answers for quite a few questions 
before making the decision as to whether to rent or to buy. 
How long do you expect to remain in this present assignment? 
Will you be offered or required to accept quarters on the 
etation or post? Would you consider retirement in this area? 
How much of a cash outlay can safely be invested in real 
estate? How much can you afford to vay monthly for housing? 
These are but a sample of the questions that must be thought 
through and satisfactorily answered. 

The normal figure for housing is not more than 257% 
of your total annual income. This figure is obviously an 
approximation, but it is a good basis for a start. All 


utilities (including the basic telephone charges) should be 
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dy 
figured into this 25%--if it does not you should immediately 
realize that the rest of any financial planning or management 
will have been wasted. 

In an assignment for less than two years, buying a 
house is usually very unwise financially because this length 
of time is required to repay or earn back the cost of closing 
the purchase, the cost of selling, and the added cost of home 


ownershiv (discussed in detail in Chanter IV). 


First Step--Desires 


Your first step in deciding a course of action is your 
Own personal needs and preferences. For example, if you do not 
like “working in the yard" for recreation at least one day 
every week, you should rent an apartment or be prepared to hire 
someone to care for your yard. 

A list of what you require in your dwelling should be 
made well before commencing to house hunt. Include everything 
you would like and mark the items that you considered a must. 
This should aid in answering your question, when finding the 
“dream house”, as to whether or not it is really what you want. 
You will usualiy have to accept less than your “dream house" 
but this list willl sive you a check on your real desires. 
Appendix I is a check-list which may aid in formulating your 
own preferences in this matter; Chapter II, entitled "Buyins", 
pertains also to renting in many areas. Read it carefully for 


desired information before house huntinz. 


second Step--Avyailability 


Upon receiving orders to a strange area, information on 


housing can be obtained from friends, newsvapers of the area, 
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s 
or your new parent or supporting activity. 

If you have good friends whose desires are about the 
game as yours and you can trust their judgment, write them 
for information on the areas to live in or to avoid, prices, 
values, and advantages of each area. Write the Housing 
Officer of the base at which you are to be stationed, or the 
nearest one to your activity, requeeting information on possible 
temporary housing and any leads as to the types of permanent 
residences available in the area. Buy a local newspaper for 
your new duty station locale and read the real estate advertise- 
ments. If a local paper is not available to you, write to the 
Chamber of Commerce, Better Business Bureau, Housing Officer 
or your future Personnel Officer and request that a week's 
subscription be immediately entered in your name for delivery 
and billing at your vresent address. In some areas realtors 
will contact you by mail and offer services. Avail yourself 
of these services but sign no papers that might in anyway 
commit you to them unless the service or house offered will 
answer all your future needs. 

Know your limits on housing costs (rental vlus utili- 
ties) and do not exceed this limit, either buying or renting. 
Be extremely careful not to be oversold by a realtor or by 
your own desire for more than you can afford. Give careful 
consideration to your duty status at your new station. Is it 
permanent or might a sudden change of orders come forth? 

Would an apartment be more suitable for the family if the 


husband is at sea or gone a great deal of the time? 
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Costs 
The saying is popular that making rental payments is 
cimilar to throwing money down a rat hole. ‘This is true, 
also, in home ownership cecause money invested in a home can 
earn money (interest, dividends, etc.) when invested elsewhere 
and does not require operating costs to maintain the earning 
power. As an example, the rental charges on a °10,000 home 
will normally be $85.00 a month or approximately $1000 a year. 
If this home is owned outright by the resident the approximate 
costs would be $150.00 in property taxes, ©100.00 in mainten- 
ance costs, $500.00 interest on the money invested (10,000 
invested at 5% interest), and $60.00 for hazard and liability 
insurance. In addition the Junior Officer usually will sell 
upon leaving the area eo the cost of buying (closing costs 
300 to $400), and selling (discount rates, 200 and up-- 
lawyer fees £50 or realtor fees 4500) will bring the cost of 
Owning up to the same cost as renting. cCince renting is not 
much more costly than buying the decision snould be based on 
your personal circumstances. Can you rent the residence that 
fulfills your need&e? iI1f you can, probably the cost will be 
the same or less at the end of a two year period and you can 
pack up and leave without any worry as to whether or not you 


ean sell your house, now mich you will gain or lose, etc. 


Apartments versus Houses 
Apartment living as a rule is cheaper than individual 
home residence. Apartments customarily offer all utilities 


included with rental payments, a feeling of security to 
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families while the husband travels or is at sea, no costs of 
yard maintenance, and usually extremely convenient shopping 
facilities, public transportation, police and fire protection, 
and adequate schools. fhe disadvantages are the restricted 
living conditions, lack of "own yard" for gardening and children 
play area, high noise level possibility from close neighbors, 
unoleasant odors and smoke, and generally a very close associa- 


tion with your neighbors whether you desire it or not. 


Leases 

If you decide to rent and have found the house that is 
suited to your family (use Appendix I as a possible check list 
for renting also) a lease is a very important @ocument to 
consider for your protection. Be sure that a military clause-- 
to allow you to break the lease if you get orders out of area-- 
is included. This clause is not understood but must be in 
writing in each lease. Read your lease carefully and be sure 
it is of the proper duration, has a renewable clause, is for 
the agreed price, includes any stipulations as to payment for 
utilities (you pay or owner pays) and that all restrictions are 
clear and concise. Prior to signing, it is in order to consult 
the base Legal Officer or a local lawyer to assure your under- 


standing it fully and that you are properly protected. 
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SiGTION IT 
BUYING 


Tne pride and joys of home ownersnip bring with them 
responsibilities to both your family and the community. The 
purchase of a residence should not be made solely from the 
heart, but should include some hard looks at the property and 
surrounding community. To find the most desirable house for 
your particular situation will require many long and tedious 


days of house hunting. 


Desires in Home 


To shorten the search for a house, as complete a list 
as possible should be made before starting same. Take your 
time in assembling this list. Include necessities (living 
room, kitchen, bathe, three bedrooms, storage space, etc.) and 
optional items (porch, dining room, recreation room, den, etc.) 
A three bedroom house is the minimum size that should be 
considered because of the added resale value (2 bedroom houses 
are becoming extremely difficult to sell). If a stove, 
refrigerator, washer and dryer, drapes, curtains, porch 
furniture, garden tools, ete. are required, be sure to include 
them in the list. If these items are not included in the 


house you purchase, an additional outlay of funds must be 


8 











cat 2350 actdhaseend elie tock 
Le SP te GLA 
car eet esi oie 19 6S wy siti e 
ee ery Gee 28 mae te hy shims 
et well + AY Yo wel ocd tail Ws 








$425 4 atnleee af ced © 70 demeee oe) BOOTED 
eee eAT cornet Gerblee crested ahem ae Meee «ftom be 
webelcl wed Paete ote Aer AA GIA gee og Ae 
DB OVA enths Ae sheiete) aw hein oP ey 
Oe ah RO? SAY {Ae ghey , iy, oe, Lee 
oh Meme Tea 1m Geetdh © nt <7 setet eer ees @ 
ot oe 9) tee @Oneet tenes et te amen Goomtborme 
vewate © 1k lide ot clgewhs/ Wfeeerers gil Soe 
Sree cel Pre pet corer Ane veel ort ines by Pen 
ido Of aun ot derelecd) ib aie sate ite avid fineh 
ea? wt Mam jont et Maes onal EL AALS Ate ed cP 
o¥ Powe aeott Ye ALi Lia 4 Hin a PAO ln, wi 


6 M 








9 


expected to purchase then. 


Survey of Neighborhoods 


If at all possible, a survey of various neighborhoods 
should be made, both orally and physically. Sellers, realtors, 
and friends can give you some information on the neighborhoods. 
Inquire as to the proximity of schools, public transportation, 
shopping facilities, and actual working station. A slow drive 
throughout any section being considered should reveal signifi- 
cant neizhbornood trends. 

Before purchasing a home, a more detailed check of the 
immediate neighborhood ana neighbors is advantageous--who are 
they, where do they work, what are the approximate ages of all 
members of families, religion, race, and any other information 
that can be gained. Ask questions freely. If the answers do 
not satisfy you immediately,this is a danger sign and should 
be a cause for deeper and more pointed investigation. Don't 
be bashfull--$10,000 to $20,000 is not something to trifle 
with. Survey the neighborhood, the tyoe of nomes, their 
proximity to each other, their construction (frame, brick, 
stone, etc.) and present condition; also consider curbs, 
sidewalks, storm drains, city water, electricity, gage, and 
adequate sewerage. Important also is the traffic flow on 
nearby streets, fire protection, type of police protection, 
airports and their related traffic patterns, and the restric- 


tions imposed in the deeds of all property in this area. 


New or Used 


Do not buy a new house if a used house in decent 
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condition is available, if you are buying in lieu of renting 
and intend to sell the house when you are transferred. A new 
home requires 2 great deal of work both inside and out and 
normally the first year is svent just getting the house "“live- 
able," Putting in the necessary shelves, extra fixtures, 
sereen doors, storm windows, shrubbery, grass, flowers, bulbs, 
trees, etc., is fun, but is also very expensive for a possible 
two year tour. If you buy a used house some or all of this 
expense will have been borne by the previous owners. You can 
move in, make the minor changes you desire, and then relax and 
enjoy the house for your two year tour. The problems in a new 
house are many--don't be mieled by the new angle such as in 
buying a car. Any builder will consider you a transient in 
his dealings with you, tnus possibly adding to your problems 
of getting him te live up to his promises when he sold you 
the house. Certainly you have a recourse to the courts but this 
is very unsetisfactory because of the costs and time involved. 
Before buying in any area, check with your friends on the 
reliability of the man with whom you are dealing. His reputa- 
tion among them will be a good clue as to the results you can 


reasonably expect. 


Realtor or Private Seller 

Whether to deal through a realtor or direct with the 
seller will be s question that will no doubt be answered for 
you by the seller. If he has contracted with a realtor to 
sell his house, you will of necessity have to deal with the 


realtor as the seller's agent. In Appendix II is a brief 


weirs ie pay oh WT eve eee OF 10 Nd there 
oor &) cheorret tae? = ove Jaw St OA) Lie » wwe “}- A 
Te Me ee ee 
































7 | 


iyi? ca? mee? BASS has C47) Taser FE \eee eee) ee — 
reek)? eee peevrees pamemeer ee ah gaxribee "sere 
‘ited peewee pare . uewrase See itts pees) .coar peed 
see ee eee 4888 aL «| ome ao ar pie 4 * 
ita) io Lin we ee lee eet 6 oe ee TC ir ) 4) 
cee sel) .ccewres eedbroer “We ool ee ce ewes FET) i rewes 
ot oo = Vou! #049 (tate! “Gi of? 9am cD € 
oo « of eile? 49° «3. OY fe oP SY VO? ae Ge 
a! oo adm G0e er we) 7 fete & Pees be 
od Yndiomerd! © fhe eetienw! TOW cnttipe the .cee © eee 
erm ey  peetee Cit eee cae) jeey eae egal cet 
ons i: o> te carte Sar Or = evel be De ain 
¢ ted Gey ce) CU eects © ered wou (Lie bred lee ome 
oe Sr Poe bie ey fo Gees’! erebowiallened) ver | 
wr wr eels weer Sfie eons ~~ rw SY) sdlira ~a 
alin 8f? tele 7) OC ee 8h) vee GY OF CPhEIAIS 
Aa! Oey Ge ok G0 eee SS ie ee eee ae 


eee edt 


wabh OALG therein Ce We lees © Ged? ok 2. 
i] SeyvWaee ft me i Me foe 10/22 oF iphe sae : 
a 
™ “ih reen oT 7 CA eartees ” Te wet teen - La 
Tetr’ © af Li Wlireee of Sie ae end ise 
oo SS 


a 





Me rod bnes 4 std) Stree aap 64 97 “eins 





Ll 
description of the "Two Agent Method" that may be of some use 
if Gealing with an agent. If this metnod is not used, a 
lawyer is a must. If the seller is attempting to sell the 
house witnout the aid of a realtor, then you can deal with 
him directly. As a rule dealing directly with the owner is 
cheaper, but you should employ the services of a lawyer to 
check On any 2nd all contracts that you are asked to sign. 
The usual charge for this legal service is from $20 to $50 
and is money well spent in order to protect yourself against 


any unforeseen or undesirable stipulations in the contracts. 


Locating and Insvecting Property 


After you have surveyed the areas in which you might 
possibly desire to live, your next effort should be to drive 
through this area and look for houses with “For Sale" signs. 
Take your time and look at each one, if et 2ll physically 
possible. For housés that are at all suitable take notes on 
the size and number of rooms; items included with the house 
in each room; condition of the floors, walls, ceilings; 
electrical outlets; windows, and signs of leaks, seneral clean- 
liness particularly of stove, refrigerator and plumbing fix- 
tures. (If these are not in tiv top snape, you might expect 
further trouble in hidden areas of the house). The basement 
cr crawl space should not be isnored; supporting timbers can 
show signs of dampness, rotting, termite damage, or cracking; 
the walls and floors should be completely dry and show no signs 


of having been damp; check for proper termite protection inside 
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Le 
and out and before actually purchasing, a termite inspection 
by an expert exterminator is definitely desirable; check 
furnace for proper and auiet operation, and be sure the hot 
water heater has enough capacity for your family (minimum gas 
or 01]1--30 gallons, electric--50 gallons). Ascertain the 
type of insulation in the walls by a direct quéstion of the 
seller, and in the ceiling of tov floor by personal inspection 
(this will vary with the area and the desirable amount will 
have to be learned locally). Is the exterior of the house in 
acceptable condition (roof, siding, sidewalks, screens, etc.)? 
How much additional landscaping is needed? Before leaving the 
house check over your notes with the seller for correctness 
and completeness. Do not be embarrassed or afraid of hurting 
his feelings. Even though it is his home, you are planning to 
invest $10,000 to $20,000 in it and certainly want all the 
information you can get about it. It is your money and you 
are the one who is to be satisfied. 

Inspect any and all houses that are for sale. Do not 
let the price scare you away. Only by inspecting many differ- 
ent houses can you properly determine the market and have a 
firm opinion when you do uncover a "bargain". Look, look, and 
look some more. After exhausting supply of houses with 
"For Sale" signs, check the listings in the newspapers, at 
the housing office, on bulletin boards in "O Club" Exchanges, 
etc. If you do not find a house in this manner contact a 
realtor and have him show you the homes he has available. Since 
you have already determined the areas in which you desire to 


live, do not allow the realtor to waste your time and his on 









a 
“ee 


e 
t 


Crast eo) aatemes + ye Teme gLLemene mpeme a 


ae! paler ‘pert 8 Lees rel al tt hore Fb Oe ee LI “= ft 
























‘ 
dew et bh ome ow. & «) lice rela =e eee eT ees , 
= dAlai gi “ay = OA & ~~! ee vad 
Melb Vecet ote lhe 'mwh i imeele ceoe! hoe (h~dion 

ma! So wellinew Jewel” @ @ Abbe eV ot -oebd etal VS ce 
Whttenen!’ foe te ml} Gee ©? Ae ikl ee 8) Ae walk 





= we Mes =e fe oe eee approemenr TEM 
al -@6e8@ Gl TS «ies — af (tt tot Peeee) a me ee 
i pierre (en dewekio pgavtb.e “tebe jomrt st tee oo lms 
eA! eierve C wvee Vekeee 4) ori pecindd Owrll/é doe 6 
. are erroe rel edie ett FADS wey Vel owed Ce 
mie Ss Aids yee fon © oewrirehe yey 
os hd nea ot bel ‘ iu) t¢ ff Qe tee count ui! al 

ee) het) SC etek res 





3) PP leer wipe ff 1k oat fee tet ee OV ed 





ee |. oe ae oe 


jw al lie 4e7 ae -) sts sie Gee :_ = 





veil coer TOtteevenl © Foe eee Cm eee eee ~ iT) 
tee few feorer ot) ative. «ci ueetee Se) bee See Fi 
Oh cet el “dbl 2 Sole ro> mee ei leder 
mI) eewed Te )laeel abs ddeeee 7kl4/ |. oe lee 

‘s , errr i Os wee Pal! ov + lh 5 tnd sae ah 
tame “eer” 9! ame agJVLUew me COLTS dda 
© Sire Gee chet of amt © teas ae 5 WOR oe 

m ATS Tee oi tors » re wy st TVG oad gv ie 
_ —— ati pemee wit Ge 
abs snie emth semit en boe 


—————— aa 

















me 





7 


% 





: 
? 
yn 





ly 
houses that do not fill your needs and desires. Do not commit 
yourself to him in any way until you decide to purchase a 
certain house. A good realtor will not attempt to commit you 
or overseéll you, but you should be on guard against this 


possibility. 


Equipment Included in Proverty 
Items that might be included in the house are the 


stove, refrigerator, washer, dryer, lamps, draves, venetian 
blinds, rugs, and furniture. Be certain any of these items 

that are included in the house are included by name in your 
contract with a guarantee they are completely paid for. Inspect 
each item and be sure you can use them. Do not accept them 

just because they are included in the package deal. You can 
have them removed from the contract and have the overall price 


reduced a comparable amount. 


Landscaping 

Often times a house is bought and sold not on its 
merits but as a result of proper landscaping. Do not be 
oversold by 98 cent rosebushes but Go not underestimate the 
value of large shade trees around a house. Every item both 
inside and outside a house must be taken into account when 


determining the value of the property. 


Financing 
When purchasing a home, the cost of utilities (heat, 


light and telephone), fire insurance rates, taxes, the local 


® 


tax appraisal value of the property and its date, and the 
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14 
F.H.A. conditional commitment must be considered. The F.H.A. 
conditional commitment will be discussed in Chapter IV and if 
it has been obtained this is a good guide as to the actual 
value of the house, The local tax appraisal, which is public 
information, is another guide as to the actual value of the 
house. A trip or phone call to the city or county tax 
appraiser is normally necessary to determine the appraisal and 
the actual basis for the appraisal. if the local custom is to 
appraise vroperty for tax purposes at 30% of value, then an 
appraisal of $5100 would set the actual value at $17,000 
(17,000 x 30%). Applicable tax rates and any anticipated 
increases or revaluation can also be determined from the 


appraiser. 


Zoning 


zoning regulations vary with localities but the city or 
county zoning board can give you all the regulations that 
pertain to any property or area. This information is important 
when purchasing property because the area in which you are 
interested should be zoned as residential only. The more 
restrictive these zoning regulations, normally the more protec- 
tion is afforded your investment. Be sure you understand all 
the rules and regulations. If you have pets, deterinine the 
local ordnances as to any additional expenses and responsibili- 
ties you might incur in complying with them in your new 


residence. 


Last, Stevo 
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n5 
After you have located tlk property meeting your desires, 
stop. You have been dealing in small parcels of this problen. 
Fut all the facts together and be certain that this is really 
what you want. Probably more house hunting is in order to 
ascertain that you really have found a bargain. A check list 
is given in Avpendix III to aid in your search for a location 


which should be reviswed at this time. 
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GHAPTER Ili 
FINANCING 


The financing cof the purchase of property is the 
buyer's responsibility. The seller may aid in placing a mort- 
gage but is not required to unless so agreed in a contract, or 
clause in the purcnase agreement. There are three basic 
mortgage loans that can be obtained: (1) a conventional loan, 
{2) an FHA insured loan, and (3) a G.I. insured loan. All 
three have advantazes and disadvantages and should be thorough- 


ly investigated before deciding on the plan which you will use. 


Conventional Loans 

Conventional loans are direct contracts between the 
buyer and a lending institution. The proverty that is being 
purchased is used as collateral for the loan. The maximum loan 
that is normally available in this manner is about 60% of the 
lending institution's apvraised value which is quite generally 
less than the selling price. The advantages to this type of 
loan are that it can be procured quickly and the closing costs 
are usually only $50 to $100. The interests rates vary from 
5% to 6% and the loans are not generally made for more than 20 
years. The large down payment makes this type loan unrealistic 
for the junior officer and therefore is not recommended except 
under unusual circumstances. 
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Federal Housing Administration Insured Loan 

The F.H.A. is &@ government agency which guarantees 
loans that institutions (insurance companies, banks, building 
and loan, etc.) make to individuals for the purpose of home 
ownership. The F.H.A., a self-supporting agency of the govern- 
ment, charges 3% mortgage insurance fee for insuring loans, 
was established by the National Housing Act. of 1934. Congress 
has seen fit since that time to amend and change the operating 
procedures of the F.n.4. but to the home owner its main value 
is the guaranteeing of a Joan to the lending institution and 
thereby reducing, the down payment and the interest charges. 
The F.H.A. has minimum salary and cash on hand requirements. 
They are roughly that the buyer must have cash for the down 
payment, the ciosing costs, and for payment of any short term 
loans. The maximum monthly payment permissible is about 25% 
of the family income (eliminating any salary for the working 
wife). The Emergency Housing Act of 1958 amended the F.H.A. 
requirements as to down payments, interest rates, and discount 
rates. The down payment is now figured as follows: 

3% of first $13,500 
15% of the next %2,500 
30% of amount over #16,COC and less than °%22,900 
and 100% of all over £22,900, 

Thus, for a %10,000 mortgage the minimum down payment is %300 


($10,0C0 x 3%) but for a #20,C00 mortgage the minimum down 


a 


S80 (G1%,500 « 3%, $2,500 x 15%, and $4,000 x 


mn 


payment is ; 


oe 
~ 


30%). The maximum intereret charges sllowable is now 5:% plus 
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18 
the 4% of F.H.A. mortgage insurance or a total of 5 3/4%. 
The placement money payable by the buyer is limited to 1%; 
however, there is no limit other than supply and demand on 
the discount rates charged the seller. 

The F.H.A. guarantees the home mortgage loan; a lending 
Institution, however, makes the loan to the individual. The 
property is the collateral that is given to the lending 
institution to secure the mortgage and in the event you default 
on payment, you are still responsible for any portion of the 
loan that is not satisfied by the sale of this property. The 
F.H.A. will pay the lending institution and then look to you 
for payment. The builder, seller, or agent is not involved in 
this mortgage contract but only the lender, the buyer and the 
F.H.A. aS guarantor of the 10&an. 

An F.H.A. loan will take froin one to three months to 
obtain under ordinary circumstances. This is time required 
for the appraisal and processing of the property by F.H.A., 
your credit rating check, and processing by the lending institu- 
tion. If at all possible, attempt to arrange to rent the 
property from the owner during this period if you are in serious 


need of housing while awaiting final approval. 





“FHA In Service’ Insured Loan 

The "FHA In Zervice" loan is an attempt to give the 
career serviceman the same benefits cof home ownersniv that are 
granted the veteran under tae "GI" pian. The loan is a regular 
FHA insured loan except that e maximum of only 5% down payment 


cn homes costing up to $15,CCO is required and the $% mortgage 
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19 
insurance is paid by the buyer's Service rather than by the 
buyer, If 2 serviceman (after two yeers' service) desires to 
curchase an 718,000 nome the down payment is only $900 and 


the interest rate §:% as conr 


$9 


&, 


vi 


rea with $1,290 and 5 3/4% under 
the etraisnt PHA, Ail other FHA recuirements must be fulfilled 


by the servicemen. 


Assumption of FHA Insured Loans 

In cases where an FHA insured loan is presently in 
force, the buyer may assume the responsibility of the outstand- 
ing loan and avoid the costs of closing a new mortgage. This 
assumption must be approved by first the seller (mortgagor), 
secondly the lendor (mortzazee) and finally by the FHA. Some 
state laws require the mortzesor to grant this anvoroval. The 
2dvantace of an assumotion by the buyer is that he avoids nearly 
all the elcsing costs (un to #3800) and the seller avoids pay- 
ment of discount money (up to 11% in extreme cases). The 
disadvantaze to tne buyer is that usually 3 much higher down 
payment is reguired, and to the seller the fact that he is 
still responsitle for the ican unless an FHA Form No. 2210 
("Consent to Substitution of Mortgagors After Insurance") can 
be completed, This form releases the original mortgagor from 
any responsibility for the loan, but must be apvroved by the 


morteagee and the FHA. 


"Gil" Lemos 
The "G.I." insured loan was established under The 


Serviceman's Readjustment Act of 1944 (commonly called G.I. 
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20 
Bill of Rights), and has since been changed and liberalized 
by Congress many times. One purpose of these lawe is to 
provide the veteran a low down payment, low interest home 
loan. To be eligible for this type loan a discharge certificate 
from the service is required and therefore is normally unavail- 
able to the career officer. (See the "FHA In Service Insured 


Loan' section above). 


Si) 


During 1958, Congress cxtended the available period on 
this type loan until 1960 for World War II veterans and until 
1965 for Korean veterans. The availability of money for such 
loans is extremely limited and carries a discount rate for the 


seller of 5% and up, therefore most sellers will not agree to 


this type of financing. 


Discount Money 


The maximum interest ratio for FHA insured loans is 
fixed at 54%. During periods when money to lend is tight, or 
scarce, lenders charge the borrower placement and/or discount 
money. The rate for this discount money varies witno the 
locale. This money is deducted from the amount actually loaned. 
As an example, a house is sold for £12,000 with a down payment 


of #1900, and the diecount rat 


D 


prevailing in the area of the 
home is 4%. The mortgage to be placed is $11,000 (912,000 - 
$1,00C down vayment). The FHA regulations state that the buyer 
ean only be charged a 1% placement fee; therefore, if the 
seller (there is no legsal limit on the amount charged the 
eeller) desires to sell the house to this buyer, he must pay 


the other 3% discount fee. ‘The duyer actually signs a note for 
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$11,000 but receives only 310,890 and the seller must pay the 
lending institution $330. Thus the buyer actually pays 
$12,110 for the house. The seller receives only $11,670, and 
the lending institution has made a #440 profit for lending 
the money. 

In effect this discounting of mortgages actually raises 
the interest rate above the prescribed 54% because an addition- 
al interest, (the discount money) cnarge is made before the 
mortgage interest or repaymente commence. 

The value of life insurance has not been discussed in 
this paper. However when a home is purchased some type of 
home loan life insurance should be purchased to enable the 
family to have a home free and clear of all debts other than 
taxes and upkeep. Remember the FHA or VA mortgage insurance 
is not life insurance. This is only assurance by the FHA or 
VA to the lender that he will receive his money in case you 
default on the repayment of your loan. It does not under any 
circumstances repay the outstanding portion of the loan in 


the event of your death. 


summary 


Assumption type purchases are better because of lower 
overall costs, but the down payment is usually high. If an 
assumption purchase is not vossible, an FHA insured mortgage 


loan should be obtained if at all possible. 
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CHAPTER IV 


SELLING 


The process of selling the property you have occupied 
is not an easy one. There are a few procedures to be followed 
that may be strange to you. aven though you purchased the 
house from a private seller or a realtor the buying experience 
does not provide edequate preparation for the full impact of 
the process of selling. consideration must be given first of 
all to the present market in the area; where is money available; 
what should I ask for the nouse; and then the actual showing 


and selling of the property. 


Arrive at Price 
The first steov is to arrive at your desired selling 


price. Tnis is not simple because the available market must 

be considered as well as the total expenditure made on the 
house. The available market is, of course, the first considera- 
tion. What are comparable homes selling for in the immediate 
neighborhood and the edjiacent communities? In order that you 
may be competitive with this market, the asking price (the 
advertised price) must be equal to or below the other values 
that are available. Do not be afraid to over-price the market 


some but do not be excessive--thie would be pricing yourself 
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out of the market and would result in buyers not considering 
the property in any of their calculations or will result in 
their offering to buy the home eat, a reduction thet would be 
well below your desired price. 

After a full consideration of the potential market, 
the next stev is to determine the exrenditures that have been 
made on the property during your ownership. This figure can 
be easily obtained if detailed records have been kept since 
the purchase of the property. ‘This includes the cost of any 
permenent additions within or without the house, such as an 
additional room, a new stove or refrigerator, new light 
fixtures, additional shrubbery, 4 garage, a new driveway or a 
more permanent one, or a fence around the property. The 
original ourchase price vnlus closing costs gives you the 
unappreciated or an depreciated value of the property. Compare 
this value with the value that was determined for the market 
and thie should sive the depreciation or appreciation that has 
occurred during the period of your ownership. Any appreciation 
that has oceurread is profit realized on the money that was 
invested in the property. If you find a depreciation, realize 
that there is some additional return that has not been taken 
into account--namely the taxes paid in advance (property taxes 
and weter taxes), advance insurance payments and the escrow 
account. This can total as much as ¢400 to @500. 

The final consideration before establishing the celling 
price is the method of selling (private or realtor) and the 


methods of financing that you will consider. If a realtor is 
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24 
to be used for marketing the property, the realtor's 
commission (5% to 7% of sales price) must be added to the 
price of the house. The seller's discount rate that is being 
charged must also be added into the price. This figure for an 
FHA and a VA type loan is available at any mortgage corres- 
pondent and at most realtor offices. This discount rate to 
the seller varies from nothing to as high as 11% of tae loan 


value granted. 


Mortgage Correspondent and/or Lawyer 

After a desired selling price has been established for 
the property a mortgage correspondent should be consulted. A 
mortgage correspondent usually is also a realtor; however, 
this factor should not affect his dealings with you in obteain- 
ing of a mortgage commitment if you are attempting to sell the 
property without the aid of a realtor. He can inform you as to 
his appraisal of the current market value of your house, the 
possible FHA and VA appraisals of the property, the current 
discount rates that apply to the mortgage value of your home, 
the costs to the buyer and seller other than the vurchase 
price, and the availability of mortgage money for this type 
of residence. 

The mortgage correspondent will not normally volunteer 
this information but will expect that you will ask him for the 
desired data. If there is money available and the company that 
he represents is loaning money in this area on this type homes, 
he will upon your request and with your help complete a request 


for a conditional commitment for the property from the FHA. 
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aS 
This commitment will require about a month to process and 
even though the FHA states that they do not set the market 
value of a house, for all practical purposes they do for 
strangers to the area. (would you pay $15,000 for a piece 
of property that the FHA hes evaluated at $13,0007). Any 
questions that come up in regard to the mortgage or the 
property itself can normally be answered by the mortgage 
correspondent; however, the services of a lawyer familiar with 
the local conditions is in most cases a necessity. 

A competent lawyer can give you advice as to the 
method of selling the house, the good and bad points of re- 
financing or assumptione in this particular area, and the 
legal problems that you might encounter. The advice that the 
lawyer gives you may not be to your liking or you may not wish 
to accept it. However, hiw main value to you is the source 
of completely unbiased information as well as advice on legal 
contracts, laws, and local customs in regard to selling and 
financing of proverty. If possible obtain from the lawyer 
in advance an approximate cost for his services. Do not 
hesitate to ask questions and remember that no one expects you 
as a military officer to be completely familiar with all the 


various facts of real estate. 


Advertising 


In advertising the property you desire to sell use 
all available means that are economically within your reach. 


The local newspaper is one of the best sources because this is 
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usually the starting point for the house-hunter. State all 


the good features of the property and include the price you 
are asking. The question of price is one that can be debated; 
however, if you are selling for the FHA appraised value and 
you so state this, most people will consider that this must 

be a fair price since, as stated above, p. 25, the szeneral 
public considers the FHA appraisal to be the fair market price 
and will certainly consider this house first. 

Place ads in any local command newspaper, on the 
Officer's Club bulletin boards, on the local exchange bulletin 
boards, and with the local housing officer. The notices that 
are posted should sive all the main features of the house, such 
as the number of bedrooms, living room with firevlace, dining 
room, kitchen with equipment thet is included in the price, the 
number of baths, recreation room, den, sexreened poreh, and 
garage, either attached or detached. A brief description of 
the lot is desirable. However, this definitely will not sell 
the house if the other attributes of the house do not approxi- 
mate the desires of the purchaser. £Etate the date that the 
house will be available for occupancy. 

The most important advertisins that you do is the 
placement of a respectable appearing sign on the front lawn. 

If you are selling the house yourself a professionally painted 
Sign is imperative and thererore will add rather than subtract 
from the beauty of the home. A "FOR SALE" sign can be acquired 
from 2 sign painter for about five dollare and can include your 


telephone number in case you are not at hore. Cimplicity and 
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proper size are two important parts of any sign. A sign two 
foot by three foot with "FOR SALE" at the top, "inquire 
within’ in smaller letters below it, and the telphone number 
at the bottom is good. If nore information were included on 
the sign the house-hunter driving by could not read it and 


would only be confused. 


Appearance of House 


Tne outside appearance of the home is extremely 
important since it is the first and last impression that the 
prospective buyer will receive. Be certain thet all of the 
flower beds are as neat as poseible, even in the winter, becaus 
this gives the impression that the house has hac good care, 

The condition of the vaint should be carefully checked, and 
if not up to the desiradle standards, revsinting should be 
considered. The apnvearance of the outside of the house is also 


importent to the FHA anpraiser. 


chowing, the Home 
The method that is employed in showing a residence is 


just as important as in any selling endeavor and should be 
properly planned to point out the most desirable features of 
the house. Attempt to plan the showing of the house in such 
& manner that a certain feature is mentioned in each room and 
that all iteme such as venetian blinds, stove, refrigerator, 
washer, and/or dryer are or are not included in the price of 


the house. Such things as "the morning sun comes in here" 
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' etc. 


and "this really is a most pleasant room in the winter,' 
are fine if there is no other points worth mentioning. How- 
ever, all too often when talking in this manner something is 
mentioned that actually repels the buyer. "Let the Buyer 
Beware" is the best basis to use when showing the house, or 
it could come under the heading of “Never Volunteer". 

Do not slight any person or persons that come to 
look at the house because they “Don't look like they will buy." 
This is just the person who may buy or mention your house to 
@ prospect. The dress or speech of a person neither truly 


indicate the purse he has nor the desirability of his friends. 


Costs 


The costs that the seller must bear differ from state 
to state so that the customs in your locale must be obtained 
in your discussions with the realtor or the mortgage corres- 
pondent. Normally the realtor, mortgage correspondent, or a 
lawyer will inform you of these charges when you first discuss 
the selling of your property with them. The seller can expect 
to pay half of the tax stamps--both federal and state--and any 
discount money over 1% in the case of refinancing under FHA 
or VA. In the case of an assumption or a conventional financing 
the seller will only pay for the tax stamps and the lawyers 
fee; all the other fees and expenses are paid by the buyer. 

It is well to have all costs that the buyer must bear 
readily available while showing the house because very often 
the buyer is not aware of them and will ask you about then. 


Do not offer the information unless asked, but then give as 
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29 
full and complete an anawer as possible so that the sale 


ie not voided at the last minute by a lack of funds on the 


buyers part to meet these additional requirements. 





CHACTER V 


SUMMARY 


The joys of home ownership are many and should not be 
passed over too lightly. First, just the knowledge that the 
home is yours is certainly great, and the pleasure of improving 
the property is much more enjoyable when it is yours. You know 
that no matter what transpires either in your house or outside 
no one can come along and ask you to move. Your tour of duty 
may be extended for a year or two and yet if you rent, when 
the lease expires the owner can ask you to move;but when you 
own your home only you determine when and if you are going to 
move. 

Remember that you normally must occupy or own the 
house for at least two years in order to break even as 
compared to renting. This is not always the case, but before 
you purchase a piece of property consider this as a prerequisite 
and do not depend on a rising market to continue through the 
date that you desire to sell. The economic outlook of the 
nation as a whole may be fine but if a slight recession has 
hit your particular area, the saving that you may have made by 
purchase compared to renting will instead be a loss. 

Do not feel that you are stupid because you don't 


know as much as the realtor=-his livelihood depende on a full 
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Br 
and complete knowledge of real estate, the financial management 
of the mortgages and the like. The lack of knowledge is 
certainly not to be condemned but the lack of the initiative 
to seek knowledge on any subject is and will be condemned, 
perhaps through a loss of some of your finances because you 
failed to ask questions. 

The appendices give a ready reference to some of the 
items that you may desire to know and also to some of the 
services thet are available to you. Remember: 

In house hunting 

Ask questions 
Don't make any hasty decisions 


Ask everyone any question they might be able to 
answer 


LOOK, Look, and look some more 

Ask questions 

Realize that you have no friends in any business 
dealings (Business is business, friendship is 
friendship but they don't mix) 

eeek expert advice. 

In house selling 

Determine the market 

Determine the value of your home 

Retain a lawyer 

Advertise 

Contact a mortgage correspondent 


Show the house to everyone in a cordial manner. 
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APPENDIX I 
CHARACTERISTICS OF PROPERTY (Proposed or existing construction) 
Neighborhood 


Consider each of the following to determine 
whether the location of the property will 
satisfy your personal needs and preferences: Remarks 


Converience of public transportation 

stores conveniently located 

Elementary schcol conveniently located 

Absence of excessive traffic noise 
and traffic 

Absenee of smoke amd unpleasant odors 

Play area available for children 

Fire and police protection provided 
and for school walks 

Residential usage safesuarded by 
adequate zoning 

Distance to work 

Carpools 


| 


| 
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Lot 


Consider each of the following to determine 
whether the lot is sufficiently large and 
properly improved: 


Size of front yard satisfactory 

Size of rear and side yards satisfactory 

Walks provide access to front and 
service entrances 

Drive provides easy access to garage 

Lot appears to drain satisfactorily 

Lawn and planting satisfactory 

Septic tank (if any) in good operating 
condition 


PUTTL UH 


Exterior Detail 


Observe the exterior detail of neighboring houses 
and determine whether the house being considered 
is as good or better in respect to each of the 
following features: 


Porches--screened 
Terraces 

Garage 

Sutters 

Storm sash 
Weather stripping 
sereens 


Seeuae 




























‘ ewe 
0 ee Oe ae ond) thew 7% emcenrrt | es 1 we tved \ 
- Sede 


«toweret ol paste Ciny cal = ~ wer 
fm lies ah Ve op AA ~~! 
ee oe |) (erOte™etiors Cae ato UlSteee wy rrr 


ow liens og Jape Le et 5 OUND. 

ee eee tt 

Veda) olieesimencayr Jemwee can ten 

oe F15o em Sey pepme [eS 

i a 

— e———te Ge tes oe 

dl “7 evweléere arte Bo 
wht 1 eee oe eee 

"él (90m4 J ’ 

70 lekerete te eee Lande e 

mien Albvetk 


- 2 mus 


be ael ae) 


oll meted oe ae leni lot gar Toe 
, Aker aietlortite UL: “4 
- 


+ oe oe 


alls te hwy seed Yo ele 

cn, Lae a —< ie? tia to GATE 

-— Jem of om while: heal 

ome § 6 omy, ** 

te, Of @iPae te Bidens Wive 
Lretircdadine there «T @teeeryype ft 

, Jr et Gay wt jane’ we i “4 

= oP — = —. —! + : 

a 


nae Te Lge sme 


Pith 


~ Sweety le Jae audequee Ole ereeeet 
meaertge’ g@ie* Same! wy) we! ite coal ‘e 
aot me !) hewrwer al] pebred ime Same as «3 
ayant’ -~wethe 


Pine 





55 
Interior Detail 


Consider each of the following to determine whether 
the house will afford living accommodations which 
are sufficient to the neede and comfort of your family. 


Rooms will accommodate desired furniture 
Dining space sufficiently large 
Proper number of bedrooms and 
bathrooms min. (3) 
At least one closet in each bedroom 
At least one coat closet and one 
linen closet 
Convenient access to bathroom 
Sufficient and convenient storage space 
(screens, trunks, boxes, off-season 
clothes, luggage, baby carriasce, 
bicycle, wheel toys, etc.) 
Kitchen well arranged and equipped 
Laundry space ample and well located 
Windows provide sufficient light and air 
Sufficient number of electrical outlets 
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CONDITION OF EXISTING CONSTRUCTION 
Exterior Construction 
The following appear to be in acceptable condition: 


Wood poreh floors and steps 
Windows, doors, and screens 
Gutters and wood cornice 
Wood ¢iding 

Mortar joints 

Roofing 

Chimneys 

Paint on exterior woodwork 


Baeneen 


Interior Construction 


Plaster is free of excessive cracks 

Plaster is free of stains caused by 
leaking roof or sidewalls 

Door locks in operating condition 

Windows move freely 

Fireplace works properly 

Basement is dry and will resist 
moisture penetration 

Mechanical equipment and electrical 
Wiring and switches adequate and in 
operating condition 

Type of heating equipment suitable 

Adequate insulation in walls, floors, 
celling or roof 
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Bi 
The following appear to be in acceptable condition: 


Wood flocr finish 
Linoleum floors 

Sink top 

Kitchen range 

Bethroom fixtures 
Painting and papering 
Lxposed joists and beems 


Saenan 


ARE YOU SURE . . . 


That the baserent will stay dry after heavy rains? 

That the foundations are sound? 

That there has been no Termite damage *’ 

You'd better get Expert Advice on the condition of existing 
conetruction, if you want to be sure the house is a good buy. 


-~-VA Pamphlet 4A-10, To the Home-Buying Veteran, 
December 1955. 
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APPENDIX il 


TWO AGENT METHOD 

This method can only be used when the seller is employing 
the services of a realtor exclusively. It is not an accepted 
method but is effective for the buyer in obtaining information 
that is not available under normal circumstances. 

The first step is to find a houce that seems to fit 
the needs of your family both as to neighborhood and size. Do 
not go into the house but rather contact a realtor that is not 
involved in the selling of the house. Inform this realtor that 
you desire information on this certain house that you have 
located and also ask him if he will represent you in any dealings 
for this house at the fee he will receive from the original 
realtor now holding the property. If he agrees you can then 
expect that he will obtain such information as the lowest price 
that has heen bid and refused by the seller, the reason for 
selling the property, the number of times that it has been 
traded and for what reason, and any undesirable features of the 
house or property. 

The realtor will act as only your agent in any dealings 
for the property. The seller and his agent, when closing the 
final deal will do business with a party looking out for your 
interests at no additional costs (the agents will split the 
fee for selling the house and therefore the services of the 
second agent can be precured at no additional costs to the buyer), 
The buyer hase at his disposal two possible sources of money for 


refinancing the house which in a tight lending market can be of 
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36 
real assistance. 

The burer's realtor can point out the bad features of 
the house, the neighborhood, transportation, and schools 
whereas the seller's realtor will point out only the good 
features of the area and the property. An additional appraisal 
of the value of the property is available as well as an 
additional forecast of the poesible resale of the home in two 
or three years. 

This metnod was discussed in an interview with Mr. George 
Zavedil, C.1L.U. of Financial rlanning Associates, Ine., 
Baltimore, Md. and he stated that it hes been used to good 
advantage numerous times to save the buyer money that would 


have otherwise been paid in purchasing a nome. 
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APPENDIX III 
SFLECTING THE LOCATION 


in determining whether a certain location will satisfy 
a family's particular requirements and represent a secure invest- 
ment, the prudent home buyer must, on the basis of his own 
experience, or that of an honest and skilled advisor, assure 
himself: 

1. That the section in which he is locating is 
approrriate to his seale of living and prospects, and that it 
is reasonably safeguarded against deterioration. 

2. That the nearness, location, equipment, and teaching 
standards of the schools are satisfactory, both for the present 
and future needs of the family. 

3. That educational, shopping, transportation, amusement, 
religious and recreational facilities are adequate. 

4, That police and fire protection are adequate, 

5. That water supply, sewerage, and sanitary facilities 
have been provided or, if they are to be provided in the future, 
that the approximate cost be determined; and that assessments 
for street improvements, sewers, Sidewalks, etc., have been paid 
before the transfer of the property, that they are included in 
the price of the property to be paid off with the monthly or 
other payments, or that other satisfactory arrangements for 
their payment have been made. 

6. That the title of the property is clear. 

7. That tax rates are reasonable and are not apt to 


increase excessively. 
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8. That the vcurchase can be financed on a reasonable 
basis. 


9 That the price of the property is reasonable both 


in relation to location and time of purchase. 








Publicatione of The President's Conference on Home 
Building and Home Ownership, Vol. IV (1932). 
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APPENDIX IV 
REALTOR SERVICES 


Some of the services that can normally be expected from 
&@ member of the National Real Estate Poard member is: 
Show only homes within price range 


Will show only homes that fit family needs 
Bedrooms and bathrooms required 


Nearest schools and their rating in the community 
Location of all churches in the community 
Availability of public transportation 

Will attempt to sell but will not oversell 

Will recommend only desirable homes in proper locale 
Have full knowledge of local money market 


Explain in detail local customs as to both buying 
and selling homes 


Can arrange financing and title search of home 
Answer all questions or know the source for 
obtaining answers 
Do not fail to avail yourself of any and all of these 
services that the realtor offers. If the realtor does not 
offer at least these services without hesitation he is not 


considered a good agent and a different realtor should be sought. 


Mr. Sherwood Alverson, H. T. Rust Co., Washington, 
D. C., from an interview on 24 Mareh 1959. 
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APPENDIX V 
REAL ESTATE LINGO YOU SHOULD KNOW 

The vocabulary of real estate bristles with terms you 
seldom meet in daily life. Here are a few of the most common 
ones. 

karnest_ money. This is a small sum a prospective buyer 
turns over to show that he means business in offering to buy a 
property. Usually it is tendered when he signs his "offer to 
purchase." If the seller accepts the offer and the sale is 
completed, the earnest money is counted as part--or all--of the 
down payment. If the parties fail to agree and the deal collaps- 
es through no fault of yours, you get your earnest money back. 
In some localities, it is called "hand money." 

First pavers. Usually refers to the "offer to purchase" 
completed by a prospective buyer. When a signed offer also is 
signed by the seller, it becomes binding on both parties. Law- 
yers generally advise against these forms on the ground that 
the complete terms often are not fully stated. They feel that 
a formal contract, drawn by lawyers, is safer. 

Escrow. Sometimes one party to a transaction will place 
money, a deed or an important document in the custody of a third 
party with instructions that it is not to be turned over to the 
second party until he completes his part of the transaction. 

The money or paper is then “in escrow,’ usually in the hands of 
&@ lawyer, title company or bank. It is then out of the control 
of the first party, but available to the second party only when 
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he fulfils his obligations. 

Easement. A limited, nonrevocable right granted someone 
to use property that does not belong to him. Easements run 
with the land and you cannot end them at will. Common easements 
embody the right to use a roadway, lay pipe or string utility 
lines. 

Mortzagee. He's the person who lends you money, 
accepting a mortgage on your property as security for the loan. 

Mortgagor. That's you, the borrower. 


Deed of trust. A form of conveyance used in Colorado, 





Delaware, Mississippi, Tennessee and Virginia instead of a 
mortgage. The only essential difference is that a third party 
holds the security in trust for the lender instead of his 
holding it himself. 


Changing Times, The Kiplinger Magazine, April 1959, 
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